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Message from
the Acting Director

Credit cards are one of the most commonly-held and widely-
used financial productsin America — over 175 million
Americans hold at least one credit card. During the COVID-19
pandemic, credit cards played a vital role as both a source of
credit in emergencies and a payment method as more

transactions occurred online.

As the fifth biennial report to Congress on the credit card

market, this report details how swift actions by both the public and private sectors likely
impacted how many consumers used their credit cards and managed their debts during the
pandemic. To address hardships caused by COVID-19, the Federal government provided
consumers direct relief by issuing a series of economic impact payments, providing enhanced
unemployment benefits, suspending student loan payments and interest accrual for federally
held loans, offering mortgage forbearance, and enacting a moratorium on evictions. At the same
time, credit card issuers provided voluntary relief to consumers by offering payment deferral

and fee waivers.

Supported by these efforts, thisreport finds that the decline in credit card debt during the
pandemic was unprecedented in speed and magnitude. Measures of consumer stress, such as
late payment incidence and the share of accounts delinquent, hit record lows.

This report also highlights areas in the credit card market that may entail risks for consumers
such as system deficiencies related to implementing relief programs and automatic payment
processes. The Bureau continues to monitor indicators of credit card use, cost, and availability

to identify potential for consumer harm, as well as study the impact of new, innovative products.

Our credit card market reportisintended to present the latest research on this vital market to

consumers, issuers, and policymakers. As many consumers, particularly those with non-prime
credit scores, still face numerous hardships due to COVID-19, this report remains critical. The
Bureauwill carry out its mission in ensuring this market continues to benefit all participants

during these times of heightened uncertainty.
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Sincerely,
Daved K. &/74}9

David Uejio
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Executive summary

Credit cards are central to the financial lives of over 175 million American consumers. Over the
last fewyears and through 2019, the credit card market, thelargest U.S. consumer lending
market measured by number of users, continued to grow in almost all measures until suddenly
reversing course in March 2020. Despite macroeconomicshocks to the financial system, credit
card market conditions remain relatively stable at the time of this report writing, with that
stability likely supported by robust fiscal measures, lower consumer discretionary spending, and
voluntary industry relief programs.

The COVID-19 pandemic significantly impacted how many consumers used and interacted with
credit cards. Far fewer consumers applied for new credit cards in 2020 than the year prior.
During the pandemic, existing cardholders paid off the highest share of their credit card debtin
recent years. Additionally, late payment and default rates fell to historic lows, most notably for
consumers with below-prime scores.

At the same time, credit cards continued to play a vital role as both a payment method and
source of credit. Consumers still used their cards to facilitate transactions, smooth consumption,
and earn rewards. As physical stores closed and a greater share of commerce was transacted
digitally, cardholders benefited from the consumer protections afforded to credit cards such as

limitations on liability and enhanced security.

In response to pandemic-related hardship, issuers provided a considerable number of payment
deferrals and fee waivers to their cardholdersin 2020. However, consumers calling their credit
card issuers often faced long wait times to access these relief programs. Additionally, complaints

submitted to the Bureau regarding credit cards spiked in the second quarter of 2020 and



remained elevated throughout the year.:Overall reported satisfaction with credit cards issuers
fell significantly during the pandemic but remained higher than post-Great Recessionlevels.2
Despite these indicators of lower consumer satisfaction, credit card issuers continue to generate
profitable annual returns consistent with historic levels relative to other market lending
activities even with an initial decline during the first half of 2020.3

In 2019 and 2020, innovation continued to reshape the credit card market for bothusers and
providers. New providers, including large and small financial institutions as well as startup and
mainstream technology companies have entered—or are in the process of entering—the market
with competing products, features, and methods for issuing credit cards. 4

This executive summary provides some background for the report, then summarizes key
findings.

BACKGROUND

In 2009, Congress passed the Credit Card Accountability Responsibility and Disclosure Act
(CARD Act or Act).5 The Act made substantial changes to the credit card market. The CARD Act
mandated new disclosures and underwriting standards, curbed certain fees, and restricted
interest rate increases on existing balances. Among the CARD Act’s many provisions was a

1Bureau of Consumer Fin. Prot., Consumer Response Annual Report, at 39 (Mar. 2021),

Billing disputes remain the largest complaint category.

2See Press Release, J.D. Power, Customers Losing Faith in Credit Card Issuers as COVID-19 Pandemic Lingers, J.D.

4 Referencein thisreport to anyspecific commercial product, service, firm, or corporation nameis for the information
and convenience of the public and doesnot constitute endorsement or recommendationbythe Bureau.

5The Act superseded a number of earlier regulations thathad beenfinalized, but had not yet become effective, bythe
Office of Thrift Supervision (OTS), the National Credit Union Administration (NCUA), and the Board of Governors
of the Federal Reserve System. Those earlier rules were announced in December of 2008 and published inthe
Federal Registerthe following month. See 74 FR 5244 (Jan. 29, 2009); 74 FR 5498 (Jan. 29, 2009). The rules were
withdrawn in light of the CARD Act. See 75 FR 7657, 75 FR 7925 (Feb. 22, 2010).
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requirement that the Board of Governors of the Federal Reserve System (Board) report every
two years on the state of the consumer credit card market. With the passage of the Dodd-Frank
Wall Street Reform and Consumer Protection Act (Dodd-Frank Act) in 2010, that requirement
transferred to the Bureau of Consumer Financial Protection (Bureau) alongside broader
responsibility for administering most of the CARD Act’s provisions. This s the fifth report
published pursuant to that obligation, building on prior reports published by the Bureauin
2013,2015,2017,and 2019.°

The CARD Act was enacted over ten years ago. 7 Since its passage, researchers, including the
Bureau, have studied the effects of the CARD Act on the cost and availability of credit to
consumers. This year the Bureau conducted a review of rules implementing the Act per section
610 of the Regulatory Flexibility Act,® and the Bureau expects to release its determination this
fall.

THE 2021 REPORT

This report continues the approach of the Bureau’s previous reports. The Bureau revisits similar
baseline indicators to track key market developments and trends. It also revisits some in-depth
topics to assess how the market has changed. For example, the current report updates the
deferred interest analysis last conducted in the 2017 Report. The Bureau also discusses the

6 See Bureau of Consumer Fin. Prot., Card Act Report (Oct. 1, 2013) (2013 Report),

alsoheld a conferencein 2011 in which numerous market stakeholders contributed information and perspective on
developmentsin the credit card market. See Press Release, Bureau of Consumer Fin. Prot., CFPB Launches Public

7Credit Card Accountability Responsibilityand Disclosure Act of 2009, Public Law 111-24, 123 Stat. 1734 (20009).

8 Public Law 96-354, 94 Stat. 1164 (1980) (5 U.S.C. 601 et seq.).

7 BUREAU OF CONSUMER FINANCIAL PROTECTION — CONSUMER CREDIT CARD MARKET REPORT


http://files.consumerfinance.gov/f/201309_cfpb_card-act-report.pdf
http://files.consumerfinance.gov/f/201512_cfpb_report-the-consumer-credit-card-market.pdf
https://files.consumerfinance.gov/f/documents/cfpb_consumer-credit-card-market-report_2017.pdf
https://files.consumerfinance.gov/f/documents/cfpb_consumer-credit-card-market-report_2019.pdf
https://www.consumerfinance.gov/about-us/newsroom/consumer-financial-protection-bureau-launches-public-inquiry-on-the-impact-of-the-card-act
https://www.consumerfinance.gov/about-us/newsroom/consumer-financial-protection-bureau-launches-public-inquiry-on-the-impact-of-the-card-act

effects of COVID-19 throughout the report and specifically adds a section about its impact on

credit card issuers and their responses to consumers’ needs.
Belowis a summary of the core findings from each section of the report:

» Total outstanding credit card balances continued to grow and peakedin 2019 at $926

billion, but, by the second quarter of 2020, consumers reduced card balances to $811 billion,

the largest six-month reductionin U.S. history. At the end of 2020, debt crept back up to
$825 billion. The share of accounts with a revolving balance declined in 2020, and more
consumers paid down their card debtin 2020. Utilization rates declined across credit score
tiers, and the share of consumers with below-prime scores who used 9o percent or more of

their general purpose credit line fell to record lows. A declining share of consumers were late

in making their payments as of the second quarter of 2020.

» Thetotal costof credit (TCC) on revolving accounts continued to increase through 2019 but
declined modestlyin 2020. The 2020 declines in TCC for general purpose and private label
cards were 0.8 and 1.5 percentage points, respectively. Recent TCC decreases are largely a

result of decreasesin the indices underlying variable rates, such as the prime rate, and lower

overall fees assessed. The Bureau estimates that the five rate decreases by the Federal
Reserve fromearly-2019 through 2020 led to a cumulative roughly $18 billion that credit
card borrowers did not pay over that period. Accounts held by consumers with deep
subprime credit scores saw the greatest drop in fee-to-balance ratiosin 2020.

» Mostmeasuresof credit card availability decreased in 2020 after continued growth since the

Great Recession. Application volume for credit cards decreased sharplyin 2020 fromits
peaklevelin 2019, likely due to the interaction between reduced acquisition efforts by
issuersand a decline in consumer demand. Approval rates also declined modestlyin 2020.
Driven by these contractions in both supply and demand, annual growth in the number of
credit card accounts opened and the amount of credit line on new accounts reached its

lowest level since 2013. Total credit line across all consumer credit cards fell slightly in 2020

from a post-Great Recession high of over $4.5trillionin 2019 but remained above 2018
levels. Existing accounts held by consumers with subprime and deep subprime scores saw
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the greatest constriction in available line.s While credit line decrease (CLD) incidence
increased for consumers with below-prime credit scores, issuers did not substantially deviate

from previous line management trends during the pandemic.

» Digital engagement is growing consistently across all age groups and nearly every platform
type. The share of consumers electing to receive statements digitally (e-statements) rather
than by mail is continuing to increase, though the pace of adoptiontaperedin2020. E-
statement adoption has been surpassed by mobile app adoption as a method to engage with

issuers.

» Many consumersreceived some form of relief on their credit card debts fromtheir credit
card providers during the pandemic. The Bureau estimates that over 25 million consumer
credit card accounts representing approximately $68 billionin outstanding credit card debt
entered relief programsin 2020, figures vastly higher than in prior years. The Bureau also
estimates that surveyed issuers’ cardholders were able to forgo principal payments of
anywhere from $0.5billion to $1.5 billion against their credit card debtsin 2020 due to
these relief programs. Entries into payment deferral relief were spread fairly evenly across
credit score tiers, but accounts held by consumers with lower scores received payment
deferrals at the highest rate.

= Since the 2019 Report, issuers have lowered the range of their daily limits on debt collection
phone calls for delinquent credit card accounts while increasing the use of emails in
collection. However, survey respondents reported that, on average, only 31.9 percent of
accounts that received email clicked open their emails.

» Innovationsaimed at expanding credit access, particularly for less creditworthy borrowers,
continued to growin both the number of offerings and users. Buy Now, Pay Later (BNPL)
products are offering a new form of purchasing with payments spread out over time,
typically in four installments. Credit card issuers are offering similar plans, providing

consumers more ways to manage their cash flow.

9 These trends of constricting credit availability do not appearto continuein 2021. See Corinne Candilis & Ryan
Sandler, Credit card limits are rising for most groups after stagnating during the pandemic, Bureau of Consumer
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CURRENT AND FUTURE BUREAU WORK IN THIS MARKET
Over the past two years, the Bureau has been actively engaged in the credit card market and is

taking measures to address regulatory uncertainty, identify compliance deficiencies as well as
research new emerging technologies and products to ensure the adequacy of consumer
protectionand a transparent and competitive marketplace for all consumers.

* In June of 2020, the Bureaureleased a Notice of Proposed Rulemaking (NPRM) concerning
the anticipated discontinuation of LIBOR, *° including proposing examples of replacement
indices that satisfy Regulation Z requirements.'* As proposed, the rule would allow credit
card issuers to replace the LIBOR index used in setting variable rates on many existing
accounts with a replacement index before LIBOR becomes unavailable, if certain conditions
were met. To the Bureau’s knowledge, there are millions of consumer credit card accounts
indexed on LIBOR. The proposed rulemaking should help credit card providers transition
those affected accounts to a replacement index in an orderly manner. The Bureau expects to
issue a final rule in January 2022.12

* Through the Prioritized Assessments conducted in May of 2020, the Bureau found that
credit card issuers generally provided some form of relief to consumers experiencing
hardships as a result of COVID-19, such as “skip-a-pay” or payment deferrals for one to six
months, with or without interest accrual. '3 Other relief optionsincluded lowered interest
rates, waivers of annual and other fees, and extended deferred interest periods for credit
card accounts that had already received deferred interest. However, the Bureau also
identified certainissues that may raise the risk of consumer harm such as system

1o Press Release, Bureau of Consumer Fin. Prot., CFPB Takes Steps to Facilitate LIBOR Transition (June 4,2020),

1185 FR 36938 (June 18, 2020), https://www.govinfo.gov/content/pkg/FR-2020-06-18 /pdf/2020-12239.pdf.

12 Office of Info. & Regulatory Affairs, Amendments to Regulation Z to Facilitate Transition From LIBOR (2021),
https://www.reginfo.gov/public/do/eAgendaViewRule?publd=202104&RIN=3170-ABO1.

13Bureau of Consumer Fin. Prot., Supervisory Highlights COVID-19 Prioritized Assessments Special Edition, Issue
23 (Jan. 2021), https://files.consumerfinance.gov/f/documents/cfpb supervisory-highlights issue-23 2021-

o1.pdf.
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deficiencies related to implementing relief programs and automatic payment processes, as
well as delays in timely delivery of certain disclosures and responding to billing disputes.

» The Bureau continues to monitor the expansion of credit access, especially when new and
innovative technologies are used. Credit access expansion can be positive but should be done
responsibly and in a way that is understandable to consumers. Consumers will be better
served if the use of such technologies are clearly explained in case of adverse actions. 4
Forms of point-of-sale financing, such as BNPLproducts, offer not only convenience but a
new way of financing for many consumers. The Bureau encourages all providers in this space
to take steps to make sure users of these products are adequately informed of the risks of
such products.

» TheBureau encourages study into the effects of certainlending practices and their impact on
credit scores, particularly for those consumers with non-prime credit scores. Practices such
as credit line decreases (CLD) and account closure not only reduce consumers’ access to
credit but also potentially inflate their credit utilization rate. This could adversely affect
consumers’ credit scores without any other changes in their behavior. Additionally, over the
past decade, a declining share of credit card issuers reported information onaborrower’s
actual payment amount to nationwide consumer reporting agencies, which may have

implications for consumer access to credit.

* Asindicated in its January 28, 2021 announcement, 5 the Bureau intends to take bold and
swift action on racial equity in financial services, including in the areas of credit card
marketing and lending. Existing data available to the Bureau do not allowthe Bureau to fully
examine the disparity in use, cost, and availability of credit cards by racial groups. The
Bureau intends to explore options to incorporate racial datain its datasources to informits

future work.

14 Bureau of Consumer Fin. Prot., Tech Sprint on Electronic Disclosures of Adverse Action Notices (Oct. 2020),
https://www.consumerfinance.gov/rules-policy/innovation/cfpb-tech-sprints/electronic-disclosures-tech-sprint/.

15 Bureau of Consumer Fin. Prot., The Bureau is taking much-needed action to protect consumers, particularly the
most economically vulnerable (Jan.28,2021), https://www.consumerfinance.gov/about-us/blog/the-bureau-is-
taking-much-needed-action-to-protect-consumers-particularly-the-most-economically-vulnerable//.

11 BUREAU OF CONSUMER FINANCIAL PROTECTION — CONSUMER CREDIT CARD MARKET REPORT


https://www.consumerfinance.gov/rules-policy/innovation/cfpb-tech-sprints/electronic-disclosures-tech-sprint/
https://www.consumerfinance.gov/about-us/blog/the-bureau-is-taking-much-needed-action-to-protect-consumers-particularly-the-most-economically-vulnerable/
https://www.consumerfinance.gov/about-us/blog/the-bureau-is-taking-much-needed-action-to-protect-consumers-particularly-the-most-economically-vulnerable/

» Asdescribedin the new technical specificationsissued on August 20, 2021, the Bureau’s
“Collect” website will be the mandatory vehicle issuers must use to submit credit card
agreements and their associated data in 2022 and beyond. Not only does Collect provide a
simplified submission process and robust audit trail for issuers, it will allow the Bureau and

other organizations to expand their current research on credit card agreements.

16 Bureau of Consumer Fin. Prot., Technical Specifications for Credit Card Agreement and Data Submission
Required under TILA and the CARD Act (Regulation Z) (Aug. 20, 2021),
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1. Introduction

1.1 Review mandate

The CARD Act became law on May 22, 2009. Its stated purpose was to “establish fair and
transparent practices related to the extension of credit” in the credit card marketplace.” The
Dodd-Frank Act, which became law on July 21, 2010, established the Bureau and, one year later,
transferred authority and responsibility for implementing and enforcing the CARD Act from the
Board to the Bureau.

Among those responsibilities Congress originally assigned the Board was a mandate to “review,
within the limits of its existing resources available for reporting purposes, [the] consumer credit
card market [every two years].”8In 2012, the Board and the Bureau agreed that responsibility
for the review passed to the Bureau under the terms of the Dodd-Frank Act. This report
represents the Bureau’s fiftth mandated biennial report onits review of the consumer credit card
market, following the Bureau’s reports onthe marketin 2013, 2015, 2017, and 2019.19

17 See supra note 5, at 1. A full summary of the CARD Act rules implemented by the Board is at pages11 through 13 of
the Bureau’s 2013 Report. See 2013 Report, supra note 6. The Bureau subsequentlyreissued these rules without
material changesin December2011. The Bureaulater revised one CARD Act rule issued by the Board. On November
7,2012, the Bureau proposed selected revisions to the ability-to-payrules, which were intended to address a
number of unintended impacts of the prior rule on consumers who did not work outside thehome. The finalrule
implementing this revision became effective on May 3, 2013, with an associated compliance deadline of November
4, 2013. See 78 FR 25818 (May 3, 2013). On March 22, 2013, the Bureau finalized another revisionto the CARD Act
rulesinresponseto a federal courtrulingin 2012 thathad granted a preliminaryinjunction to block a part of the
Board’s 2011 rule from taking effect. The final rule became effective March 28, 2013. See 78 FR 18795 (Mar. 28,
2013). See also Press Release, Bureau of Consumer Fin. Prot., CFPB Finalizes Credit CARD Act Rule (Mar. 22,

1815 U.S.C. §1616(a) (2012).

19 See generally, supranote 6.
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1.2 Reportscope

This report fulfills Congress’s directive to review the consumer credit card market in two
overlapping ways. First, it responds to the general congressional mandate in section 502 of the
CARD Act toreview and report on the “consumer credit card market.” Second, it addresses
“within the limits of [the Bureau’s] existing resources available for reporting purposes” topics
explicitly enumerated by Congress for inclusion in this review, including;:

1. the termsof credit card agreements and the practices of credit card issuers;
2. the effectiveness of disclosure of terms, fees, and other expenses of credit card plans;

3. the adequacy of protections against unfair or deceptive acts or practices relating to credit
card plans; and

4. whether or not, and to what extent, the implementation of this Act and the amendments
made by this Act have affected:

a) the costand availability of credit, particularly with respect to non-prime borrowers;
b) the safety and soundness of credit card issuers;

c¢) the use of risk-based pricing; or

d) credit card product innovation. 2o

The CARD Act also requires the Bureau to “solicit comment from consumers, credit card issuers,
and other interested parties” in connection with its review.2 As in past years, the Bureau has
done so through a Request for Information (RFI) published in the Federal Register, and the

20 15 U.S.C. § 1616(a) (2012). While this report presents information which maybe relevant to assessments of safety
and soundness issues relating to credit card issuers, the Bureau does not produce any furtheranalysis on this
subjectin this report. The prudential regulators (e.g., the Office of the Comptroller of the Currency, the Board of
Governors of the Federal Reserve System, the Federal Deposit Insurance Corporation, and the National Credit
Union Administration) have the primaryresponsibility for monitoring the safety and soundness of financial
institutions.

2115 U.S.C. § 1616(b) (2012).
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Bureau discusses specific evidence or arguments provided by commenters throughout the

report.22

1.3 Methodology

This section reviews several aspects of the Bureau’s general methodology in compiling this
report. Methodological approaches used in specificsections of this report are explained in more
detail in those sections.

1.3.1 Data sources

This report leverages several data sources. It primarily relies on sources already held by the
Bureau, by other Federal regulators, and by industry stakeholders. All results reported from data
throughout this report aggregate results from multiple industry participants. 23

Sources include the following;:

1. Datafromthe Bureau’s Consumer Credit Panel (CCP), which is a comprehensive, national 1-
in-48 longitudinal sample of de-identified credit records maintained by one of the three
nationwide consumer reporting agencies. Other Bureau products, such as the Consumer
Credit Trendsreports, rely on these data.2 These data contain no personal identifiers, such
as name, address, or Social Security number.

22 Request for Information Regarding Consumer Credit Card Market, 85 FR 53299 (Aug. 28, 2020). The RFI also
separatelysolicited comment on the Bureau’s review of the CARD Act consistent with section 610 of the Regulatory
Flexibility Act (RFA). Public Law 96-354, 94 Stat. 1164 (1980). That reviewis out of the scope of this report.

23 No resultsin thisreport can be used to identify the outcomesor practices of individual entities. At the same time,
outcomes and patternsobserved in the market as a whole maynotbe true for (or mayonlyapplyin alimited degree
to) anyparticularindustry player.

Sandler & Judith Ricks, Special issue brief: The early effects of the COVID-19 pandemic on consumer credit,
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2. De-identified information that the Board collects as part of its “Y-14M” (Y-14) data
collection. The Board collects these data monthly from bank holding companies that have
total consolidated assets exceeding $50 billion. s The Board shares with the Bureau data
fromY-14 banks. The data received by the Bureau cover the period from the middle of 2012
through the present and accounted for just under 70 percent of outstanding balances on
consumer credit cards as of year-end 2020.26

Informationin the Y-14 data do notinclude any personal identifiers. Additionally, accounts
associated with the same consumer are not linked across or within issuers. The Y-14 does not
include transaction-level data pertaining to consumer purchases. In addition, this study
reports only aggregate measures and reveals no information about any specific issuer.

These data replace loan-level credit card collections that the Bureau previously collected.
The Bureau no longer requires or oversees the collection of any loan-level credit card data on
an ongoing basis.

(last visited Jan. 11, 2021) (for more information on the Y-14M collection).

26 The Board has expanded the fieldsit collects from banks over time; therefore, some results reported below do not
extend allthe wayback to 2012. Additionally, these data are periodically revised retroactively, and are therefore not
fullystatic. These issuers represent a large portion of the marketbut arenot necessarily representative of the
portion of the market not covered bythe data the Bureau receives. The remainder of the market, representing a
substantial number of consumercredit cards, are outside the scope of the Y-14 data used by the Bureaubecause,
among other reasons, theyare issued bybanks with assets of less than $50 billion, or are issued by non-banks, such
as creditunions. Results reported from Y-14 data throughout thisreport should beinterpreted accordingly.

27 See generally Bureau of Consumer Fin. Prot., Sources and Uses of Data, at 57-58 (Sept. 26, 2018),
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3.

Information provided in response to a series of data filing orders made to several industry
participants, comprised of two distinct sets:28

a) Datarequested fromabroad and diverse group of issuers to address a range of topics
that neither CCP nor Y-14 data can address. Thisreport refersto these data as Mass
Market Issuer (MMI) data. These data cover application and approval volumes, rates,
and channels, deferred interest, digital account servicing, certain aspects of the impact of
COVID-19 on consumers and issuers, and loss mitigation policies and practices,
including debt collection.

b) Datarequested fromadiverse group of specialized issuers. These summary data, which
focus on basic indicators of usage and cost, in places supplement the Y-14 to allow fora
broader or more detailed perspective into certain facets of the market than either the Y-
14 or CCP allow. Where these data supplement Y-14 data, those data are collectively
called “Y-14+7.»

The CFPB’s Credit Card Agreement Database, an online database available to the public at
CARD Act. It contains most credit card agreements available to consumers as of quarter’s
end for each quarter from the third quarter of 2011 to the fourth quarter of 2014, and from
the first quarter of 2016 to present.so After the fourth quarter of 2014, the Bureau
temporarily suspended collection of agreements for one year to reduce burden while the
Bureau developed a more streamlined and automated electronic submission system. 3
Submission and publication resumed in the first quarter of 2016. Agreementsin the second
quarter of 2019 are incomplete due to technical submissionissues at the Bureau, and

28 The Bureau notes that manyplayers inthe creditcard industryare also entities with which the Bureauhas one or
more institutional relationships, such as a research partnership or membership on a Bureau-convened body.

29 As discussed innote 26 supra, the Y-14 data cover alarge but not representative portion of the credit card market.
The Y-14+ data cover alargerand more representative portion of the credit card market, but the remaining
uncovered portion isstill substantial, and the Y-14+ data should similarlynot be considered representative of that
uncovered portion.

30 Credit card issuers are not required to submitanycredit card agreementsto the Bureauif the cardissuerhas fewer
than 10,000 open credit card accounts as of the lastbusiness day of the calendar quarter. 12 CFR 1026.58(c)(5).

3180 FR 21153 (Apr. 17, 2015); 12 CFR 1026.58(g).
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agreementsin 2020 and 2021 may include omissions due to the Bureau’s previous COVID-
19 regulatory flexibility statement.s:

5. Responsestothe RFI, which sought comment on all aspects of the reviewdescribed in
Section 1.2 above.33 The RFI generated 11 comments. 3+ That total includes six letters from
trade associations representing credit card issuers and other market participants, two letters
fromindividual issuers, one letter from an industry-side market participant, one letter from
a consumer advocacy group, and one letter from a consumer.

6. Credit card complaints that consumers have submitted to the Bureau’s Office of Consumer
Response. 35

7. Commercially available data sources to which the Bureau subscribesthat focus on the credit
card industry, including mail volume monitoring reports, industry analyst reports, and data
services and analytics from industry consultants.

8. Numerous publicsources, including but not limited to Securities and Exchange Commission
(SEC) filings, analyst reports, studies and data produced by other regulators, academic
scholarship, and the trade press.

9. Other information gathered informally through Bureau market monitoring activities.

1.3.2 Credit scores

Throughout thisreport, the Bureau refers to consumer credit scores. Lenders use these scoresto
predict a consumer’s relative likelihood of default compared to other consumers. Credit scores

32 Bureau of Consumer Fin. Prot., Statement on Supervisory and Enforcement Practices Regarding Bureau
Information Collections for Credit Card and Prepaid Account Issuers (Mar. 26, 2020),

33 82 FR 13313 (Mar. 10, 2017).

34 As noted in note 22 supra, the RFIalso solicited comment on the Bureau’s review of the CARD Act consistent with
the RFA, which is out of the scope of this report. The count of comments above includes all responses to the RFI,
including thosethat addressed that RFAreview, as well as certain other comments which were removed due to
privacy concerns.
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provided by major national consumer reporting agencies are used by most credit card issuersto
determine consumers’ eligibility for credit and to set pricing for credit lines. 36 Datarelied upon
in this report include widely-used, commercially-available credit scores.

There are two important limitations to the way the Bureau uses credit scoresin this report.
Different credit score models, while fundamentally similar, may include or exclude different
data points or weight them differently. First, this means that data are aggregated on the basis of
credit score even though not all consumer credit scores are computed using identical
methodologies. Second, it means that, when reporting certain measures over longer time
horizons, the introduction of new models and changes in the prevalence of various models
complicates comparisons between different pointsin time. In some cases, one or both of those
two issues could affect which “credit score tier” appliesto a certain account or consumer.
(“Credit score tiers” are defined further below). The Bureau believes that different credit scoring
methodologies, over the time periods and set of market participants examined in this report, are
sufficiently consistent that it remains informative and useful to report aggregated results and
changes over time by credit score. The Bureau nevertheless proceeds with caution when
assigning precision, beyond a reasonable degree, to certain results.

When reporting results by credit score in this report, scores are grouped into five tiers. This five-
tier grouping aligns with the groupings used in the Bureau’s 2017 and 2019 Reports on the credit
card market and the Bureau’s Consumer Credit Trends reporting, as well as other Bureau
research and reports. Table 1 shows the distribution of adults, scored adults, and scored
cardholdersin each credit score tier.

TABLE1: CREDIT SCORE RANGE SHARES AS OF Q4 2019 (CCP)

U.S. scored credit

Credit score tiers i adlflt i scc?red cardholding
population population )
population
Superprime
(scores of 720 or 41% 54% 64%
greater)
Prime 12% 16% 16%

(scores from 660 to 719)

36 Section 7.1.1 discussesthe increased reliance of some creditcard lenders on data and/or scores other than those
providedbythe major national credit bureaus.
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Near-prime

(scores from 620 to 659) 6% 8% 8%
(Ssl:;t;r:;;n}?om 58010 619) O 7% 6%
(DSizrsesSu;pggeo rless) 12% 16% 7%
Thin or stale score file 12% % %
Credit invisibles 1% % %

Credit scoresin the CCP and Y-14 are refreshed regularly. Unless noted otherwise, accounts and
consumers are classified into score tiers based on their credit score at that time. As a result,
when analyzing trends over time within a particular credit score tier, the set of accounts or
consumersin a tier changes over time. This fact is especially important to note given that many
consumers experience changes in their credit score that are large enough to move them from
one credit tier to another.ss

An additional note of caution in interpreting credit scores is warranted due to COVID-19. In past
reports, the Bureau has noted a general trend of increase in consumer credit scores.3 However,
research suggests that the Coronavirus Aid, Relief, and Economic Security Act’s (CARES Act)
forbearance provisions, in combination with income support programs and reduced
consumption during the pandemic, accelerated a decline in the share of borrowers with
subprime credit scores. 4 This pronounced improvement in credit scores complicates analyses of

credit measures using the above classifications during 2020.

37 This estimate of the percentage of the U.S. adult population who are credit invisible is based on data from 2010. See
Kenneth P. Brevoort, Philipp Grimm, & Michelle Kambara, Data Point: Credit Invisibles, Bureau of Consumer Fin.

38 See 2015 Report, supra note 6, at 53-55.
39 See 2019 report, supra note 6, at 22.

40 See Sarena Goodman, Geng Li, Alvaro Mezza, & Lucas Nathe, Developments in the Credit Score Distribution over
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1.3.3 Other definitions

This subsection defines certain additional terms used frequently throughout thisreport. Thisis
not exhaustive of all remaining defined terms in this report; for example, other defined terms
more particular to certain sections or subsections of this report are introduced in those sections

or subsections.

Throughout most of this report, the term “general purpose credit card” refers to credit cards that
can transact over a network accepted by a wide variety of merchants, including the Visa,
Mastercard, American Express, and Discover networks. The term “private label” refers to cards
that can only be used at one merchant or a small group of related merchants.+ In some
instances, mainly in certain parts of Sections 4 and 5, the term “retail” refers to acombined
category of private label cards and some network-branded cards that are managed by a business
unit that specializesin retail credit cards. 42

There are many ways to take a snapshot of consumer credit card indebtedness. The Bureau
relies on two of the most prevalent, using nominal figures unless otherwise indicated. The first
one entails measuring the current amount owed by consumers on a specific date, regardless of
where in any individual consumer’s billing cycle that date falls. Debt calculated in this manner is
referred to as “outstandings.” For example, if one were to report the total amount owed by
consumers on credit cards as of December 31,2020, it would be referred to as outstandings.

The second method entails measuring the amount owed by consumers at the end of their billing
cycles, regardless of whether those cycles fall on a certain date. The Bureau refersto debt
calculated in this manner as “balances,” and in most cases as “cycle-ending balances.” For

example, if one were to report the total amount owed by consumers at the end of their billing

41 Private label cards generally transact over a private network maintained by the issuerto which the merchantis
granted access. Some cards can transact over both a privatelabel network and a general purpose network. For
example, a consumer maybe issued a card that features a merchant’s brand as well as a general purpose network
brand. When used at the merchant, the transaction maybe routed overthe issuer’s private network, but at other
merchants the transactionis routed overthe general purpose network. For the purposes of this report, those cards
are considered to be general purpose credit cards except where explicitlynoted otherwise.

42 Retail cards donotinclude network-branded cards that carryhotel or airlinebranding, evenif those cards are
managed byabusiness unit that specializes in retail credit cards.
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cycles that concluded in December 2020, it would be referred to as cycle-ending balances and,
for some accounts, would calculate balances as of, e.g., the 10th of the month.

This report also uses the term “debt” to refer to both of these amounts interchangeably. Note
also that consumer debt on credit cards (whether calculated as month-end outstandings or
cycle-end balances) includes both “revolving” debt—the amount owed on accounts for which the
balance was not paid in full by the immediately prior statement due date—and “transacting”
debt—chargesincurred on accounts for which the balance was paid in full by the immediately
prior statement due date. While transacting accounts represent alarge share of all credit card
purchase volume, revolving accounts generally represent alarge share of all credit card debt at
any given point in time. More detail on revolving and transacting patternsis provided in the

subsequent sections of this report.

Throughout thisreport, the Bureau refersto “COVID-19.” While a full recounting of the onset of
COVID-19 is beyond the scope of this report, it is important to reiterate here both the speed and
the breadth with which the pandemic took hold. Within a period spanning just a few weeks,
from mid-March to early-April of 2020, the World Health Organization declared COVID-19 to
be a pandemic;43 the United States declared a nationwide emergency;+4and most U.S. states and
territories promulgated mandatory stay-at-home orders.4s As described elsewhere in this report,
this period was characterized by sharp declines of movements of persons and activities entailing
person-to-personinteraction across the United States, with sharp attendant economic
consequences too broad and varied to recount in full here. In summary, however, the total
number of employed personsin the country dropped from approximately 150 million to 130
million from February to April 2020,4° and the total annualized rate of wage and salary

43 See World Health Organization, WHO Director-General’s opening remarks at the media briefing on COVID-19

44 See 85 FR 15337 (Mar. 18, 2020).

45 See Moreland, Amanda, et. al., Timing of State and Territorial COVID-19 Stay-at-home orders and changes in

18, 2021).
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disbursements to all employees dropped from $9.7trillionto $8.7trillion,4” accompanied by an
even starker decline in the annualized rate of personal consumption expenditures, from $14.9

trillionto $12.1trillion.48

Except where otherwise and explicitly noted, all such referencesto “COVID-19” are used as
shorthand for the period of economiccrisis and broad social disruption beginning in 2020
associated with the onset of the COVID-19 pandemic, not theillness caused by the SARS-CoV-2
coronavirus. For example, the sentence “COVID-19 led to credit card issuers expanding their
relief programs,” signifies that issuers expanded their relief programs in response to the
economic crisis precipitated by the pandemic, not because of the direct impact of the illness on
issuers. In contrast, the sentence “Fears of contracting the COVID-19 disease appear to have led
to increased use of contactless payments by consumers,” does, in fact, refer directly to the
impact of the pandemic on consumers.

Throughout thisreport, the Bureaurefersto the “Great Recession,” which officially began in the
final quarter of 2007 and ended in the second quarter of 2009. 40 The Bureau also refersto the
“COVID-19 recession,” which officially began in February 2020 and concluded in April 2020.50
Those references are generally used for convenience and should not be interpreted as a
statement as to precisely when the recession began or concluded. Discussions of these time
periods may also include broader commentary on economic conditions following the official
troughin gross domestic product.

47 Fed. Rsrv. Bank of St. Louis, Compensation of Employees, Received: Wage and Salary Disbursements,

visited Aug. 18, 2021).

49 Nat’l Bureau of Econ. Rsch., Business Cycle Dating Committee Announcement September 20, 2010 (Sep. 20,
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1.3.4 Limitations

The limitations inherent to the Bureau’s methodology in this report are substantially similar to
thoseinherent in the Bureau’s previous reports on the credit card market.s Those limitations
are restated here briefly.

First, while the Bureau would ideally like data and evidence that allows it to definitively identify
the causes of certain outcomes, the data available generally do not allowit to do so. The Bureau
cautions against interpreting factual observationsin the study as definitively proving or
disproving particular causal relationships. Correlations presented throughout this report do not
necessarily indicate causation.

Second, each of the data sources the Bureau analyzes have particular limitations. Some sources
are not a comprehensive view of the market; some are limited to the account level or the
aggregate level; and some are purely qualitative. Not all data sources use consistent definitions
or delineations or cover the same periods, products, or phenomena. To the extent possible, the
Bureau mitigates these limitations. Every attempt is made to harmonize definitions and to

identify those places where the Bureau is unable to do so.

51 See, in particular, the 2015 Report, supra note 6, at page 27.
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2. Use of credit

To provide a foundation for analyses in subsequent sections, this section reviews market
measures that cover several aspects of the consumer credit card market.

First, this section describes the prevalence of credit cards and the size of the market. By some
measures, such as total credit card debt outstanding, the market has generally contracted over
the course of the pandemic as consumers paid down balances, in part due to federal stimulus
measures.52 By other indicators, such as the total number of open general purpose card

accounts, the market has never been so expansive.

Second, this section looks at spending and repayment behavior. Some of these data point to
potentially significant differences between the credit card debt held by consumers prior to the
pandemic and the debt they hold today.

Last, this sectionreports ondelinquency and charge-off rates. These remain below historic
norms even as widely relied-upon macroeconomicindicators—like the unemployment rate—
have spiked and remain elevated relative to pre-pandemic periods.

2.1 Productprevalence

The Bureau estimates that 181 million of the 258 million adults in the United States (70 percent)
had a credit card account in their name as of the end of 2020.53 Around 90 million consumers

52 See Matthew Dalton & AnnaMaria Andriotis, Consumers, Flush With Stimulus Money, Shun Credit-Card Debt,

53 This estimateis according to coverage of credit records present inthe CCP sample, thoughthisdoes notinclude
authorized users, who are individualsdesignated by the primaryaccount holder to use the same creditaccount. A
recentreport from the Federal Reserve finds 83 percent of consumers report havingatleast one credit card. See Bd.
of Governors of Fed. Rsrv. Sys., Report on the Economic Well-Being of U.S. Households in 2020, at 42 (May 2021),
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hold at least one general purpose and at least one private label card. Some 79 million hold only
general purpose cards. Just under 9 million hold only private label cards.

General purpose cards remain prevalent, while private label cardholding has become relatively
less common. By year-end 2020, there were 485 million open general purpose card accounts
and 214 million open private label accounts. For general purpose card accounts, that represents
the high-water mark for open accounts since at least 2005, while the number of open private
label accounts has remained nearly unchanged since 2013. General purpose cardholding is just
as common today as it was prior to the Great Recession, though that share is down from 63
percent on the eve of the pandemic. In contrast, 36 percent of adults held at least one private
label card in 2020, compared to 52 percent in 2005. Consumersin all credit score tiers have
seen declinesin private label card account holding. Most general purpose and private label cards
are held by consumers with superprime scores, asshown in Figure 1.

Figure 1: CREDIT CARD ACCOUNTS, YEAR-END 2020 (CCP)

General purpose

Private label

0 100M 200M 300M 400M 500M

m Superprime m Prime Near-prime Subprime = Deep subprime No score

recent report from the Federal Reserve Bank of Atlanta stated that 78 percent of consumers reported holding a
credit card, see Kevin Foster, Claire Greene, & Joanna Stavins, The 2020 Survey of Consumer Payment Choice:
Summary Results (Fed. Rsrv. Bank of Atlanta, Working Paper No. 21-1, 2021), https://www.atlantafed.org/-
/media/documents/banking/consumer-payments/survey-of-consumer-payment-choice /2020/2020-survey-of-
consumer-payment-choice.pdf. For estimates of the adult population inthe United States, see Stella Ogunwole et.
al, Population Under Age 18 Declined Last Decade, Census Bureau (Aug. 12, 2021),
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The share of consumers with below-prime scores holding at least one open credit card account
fellin 2020 following several years of moderate growth. Cardholding dropped significantly
across these credit score tiers during and shortly after the Great Recession. This metric has
grown in recent years in the lower credit tiers but fell in 2020 and has yet to returnto pre-
COVID-19 recession levels for cardholdersin any below-prime credit tier. As of year-end 2020,
fewer than half of consumers with deep subprime scores held a credit card, while near-prime
and subprime cardholding remains significantly more common than deep subprime
cardholding, at 91 percent and 78 percent respectively.

Figure 2: SHARE OF CONSUMERS WITH NON-PRIME SCORES WITH AT LEAST ONE CREDIT CARD
(CCP)
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Cardholders carry fewer cards as of year-end 2020 than they did in 2018. The average
cardholder carried 3.8 cards in 2020, compared to 4 in 2018. This decrease may reflect reduced
demand for new cards during the pandemic, but it may also reflect an increase in card closures
as issuers endeavored to reduce their exposure to potential losses during uncertain economic

times.

2.2 Debtlevels

Consumer credit card debt had been increasing every year since 2011, before reversing course
suddenly following the onset of the pandemic. Credit card debt peaked in 2019 at $926 billion,
but by the second quarter of 2020 consumers had reduced card balancesto $811 billion, the
largest six-month reductionin U.S. history. By the end of 2020, debt had crept back up to $825
billion. Adjusted for inflation, current debt stands at 2016 levels, as shown in Figure 3.
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Figure 3: AVERAGE CREDIT CARD BALANCES, NOMINAL AND INFLATION-ADJUSTED (CCP, BLS)54
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General purpose credit card debt declined sharply in 2020, reversing along-term trend of
balance growth. In its last report the Bureau noted that balances had more-or-less steadily
increased since the end of 2010 to nominal pre-Great recession levels. By the fourth quarter of
2020, however, general purpose credit card debt stood at $745 billion, well belowthe $793
billion mark reached in the fourth quarter of 2018. The decrease in balances s significant for
cardholdersin all score tiers — deep subprime cardholders reduced their balances by 24 percent
in the second quarter of 2020 alone. This result has likely been caused by a temporary reduction
in spending during the first few months of the pandemic, coupled with the impact of federal
relief programs such as Economic Impact Payments and payment suspensions on other

products such as federally held student loans.

Private label credit card debt had also been growing rapidly in recent years, before decliningin
2020. Afterrisingto $91billion in the fourth quarter of 2018, private label debt fell to $82
billionin the fourth quarter of 2020, adecline of 10 percent. Similar to general purpose cards,
private label balance declines were most significant for cardholders with deep subprime scores,
who reduced balances by 36 percent in 2020, the largest year-over-year decline since at least
2005.

54 This chart displays average cycle-endingbalances calculated across eachfull year, which decreases the effect of
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GENERAL PURPOSE

Indebted general purpose cardholdersin every credit score tier reduced their average balances
significantly in 2020, but cardholders with prime scores remain the most indebted. For
consumers who held at least one such card with a balance, average general purpose credit card
balances were roughly $5,700 as of the end of 2018. At the end of 2019, that figure had risen to
$5,800, before declining to roughly $5,000 by the end of 2020. Average balances declined for
cardholdersin all credit score tiersby 13 to 20 percent year-over-year in 2020, as shown in
Figure 4. However, cardholders with prime credit scores continue to show significantly higher
credit card balances on average than cardholdersin any other credit score tier, at more than

$8,000 perindebted general purpose cardholder as of the end of 2020.

Figure 4: AVERAGE PER-CARDHOLDER CREDIT CARD BALANCES, GENERAL PURPOSE (CCP)
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Many events and consumer behavioral trends may have contributed to the declines in general
purpose card debtin 2020. As discussed in the next section, the beginning of the pandemic saw
declines in spending, which may have enabled some cardholders to use those funds to pay down
debt. Unprecedented levels of direct government assistance, such as Economic Impact
Payments, enhanced unemployment benefits, and payment and interest suspensions on
federally-held student loans may have provided some consumers with additional disposable
income usable to reduce balances.s Reductions in payments on other credit products, such as

mortgages following a refinance to lower rates, may also have been a factor. However, some

55 See, e.g., Stefan Lembo Stolba, Credit Card Debt in 2020: Balances Drop for the First Time in Eight Years,
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evidence also suggeststhat, rather than reduce debt, some consumers may have simply shifted
purchasing behavior away from credit cards to debit cards or other forms of credit, such as buy-
now pay-later or personal loan products. The debt paydown was also likely unevenly distributed,
with those individuals that lost their jobs reporting a greater likelihood to have increased
balances in the prior twelve months. 56 Similarly, cardholders did not equally benefit from
CARES Act provisions.5

PRIVATE LABEL

In contrast to general purpose card trends, average per-cardholder balances for private label
cardholdersrose duringthe first and second quarters of 2020, before declining somewhat by the
end of the year. Average private label balances for all credit tiers reached new peak nominal
levelsin late 2019 and 2020. Average per-cardholder private label balances rose to its highest
level of more than $1,600 inmid-2020 before falling to less than $1,500 by the end of the year.
While private label balances are lower on average then general purpose cards, cardholders with
prime scores remain the biggest carriers of private label debt. Average private label balances for
cardholders with prime scores peaked at $2,300 in mid-2020 before declining to roughly
$2,200 byyear-end 2020.

56 See Bd. of Governors of Fed. Rsrv. Sys., Report on the Economic Well-Being of U.S. Households in 2020, at 42

24-25.

57 See AnnaMaria Andriotis & Orla McCaffrey, Pausing Loan Payments During Coronavirus Is Producing Uneven
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Figure 5: AVERAGE PER-CARDHOLDER CREDIT CARD BALANCES, PRIVATE LABEL (CCP)
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2.3 Purchasevolume

Purchase volume on general purpose cards grew steadily for several years before declining
rapidly in the early part of the pandemic, but volumes returned to previous levels by the end of
2020. Forall of 2019 and early 2020, general purpose card purchase volumes for card issuers in
the Bureau’s sample typically exceeded $500 billion each quarter. Yet, general purchase
volumes fell 21 percent in the second quarter of 2020.58 In contrast, private label card spending
is much lower at roughly $40 billion per quarter and has remained relatively flat since at least
2015. Some of the declines in general purpose purchase volumes can be attributed to reductions
in spending on travel, restaurants, and entertainment, categories of activities that became much

less common during the pandemic. s

58 The Bureau’s 2019 Report relied on Nilson data, which considers a widerrange of products and purchases than the
Y-14+ data.

59 For more information on COVID-19, see Section 5.5.
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Figure 6: CREDIT CARD PURCHASE VOLUME (Y-14+)
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Cardholdersin all credit score tiers contributed to the decline in purchase volumesin the second
quarter of 2020, but most tiers saw purchase volumes rebound to previous highs by the end of
the year. Cardholders with superprime scores accounted for 83 percent of all general purpose
card purchase volume in 2020, and in the last quarter of the year their spending was 67 percent
higher than in the first quarter of 2015. Cardholders with prime scores made up 11 percent of
spending in 2020 but saw spending decline in the second quarter of 2020 to only 6 percent
higher than in the first quarter of 2015, and volumes have yet to return to where they were prior
to the pandemic. While growth in spending since 2015 was greatest for cardholders with deep
subprime scoresin percentage terms, these cardholders account for less than 1 percent of
general purpose purchase volume.

Figure 7: CREDIT CARD PURCHASE VOLUME, GENERAL PURPOSE (Y-14+) (INDEXED TO Q1 2015 = 100)
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2.4 Repayment

2.4.1 Revolving rates

Accounts with balances can be identified as exhibiting one of two basic patternsin any given
cycle. “Transacting” accounts pay off the previous cycle’s balance in full before the end of the
next cycle. “Revolving” accounts pay some amount less than that. 6o Although an account can
move back and forth between transacting and revolving, many accounts reveal persistent
payment behavior over time. ¢ The Bureau calculates the share of accounts revolvingin a given
cycle as the number of accounts that revolve divided by the total number of revolving and
transacting accounts. The denominator excludes accounts that fail to satisfy either condition and

are “neither transacting nor revolving.”

Over the past two years, a decreasing share of general purpose accounts revolved a balance from
one month to the next. Figure 8 shows the decline in revolver activity from 2018to 2020 was
true for every credit tier except prime. For cardholders with lower scores, this trend is
particularly noteworthy as the share of revolving subprime and deep-subprime general purpose
accounts fell 6 and 7 percentage points respectively from 2018 levels. The decrease in revolver
activity is a significant shift in payment behavior that predates but may have been accelerated by
the pandemic.

60 The methodology for determiningwhether an accountisrevolvinghas changed from when the Bureaureported on
thisin 2017 or 2019. In this report, an account is considered “revolving” ina cycle if its beginning balance islarger
than the sum of payments received in a cycle. If the sum of payments is equal to or exceeds a non-zero beginning
balance, itis considered “transacting.” If an account does not satisfy either condition (for example ifthe beginning
balance is zero)itis “neither transacting nor revolving.” The denominatorexcludes accounts in a transitioning
status. Figures that use Y-14 and Y-14+ data are based only on accounts that are “open and active” ina given month
or cycle

61 See 2015 Report, supra note 6, at 50-52 (citing Benjamin J. Keys & Jialan Wang, Minimum Payments and Debt
Paydown in Consumer Credit Cards (U. of Chicago Harris Sch. of Pub. Pol’y, Working Paper 2016),
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Figure 8: SHARE OF ACCOUNTS REVOLVING, GENERAL PURPOSE (Y-14+)
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In contrast to general purpose, Figure 9 shows that the overall share of private label accounts
that revolve increased in 2019 and remained at an elevated level in 2020. Over three-fourths of
private label accounts now pay less than the previous cycle’s balance each cycle. An increase in
revolver activity by consumers with near-prime scores or higher drove the expansion in the total
share of revolving accounts. There was no significant change in revolving rates for subprime and
deep subprime accounts from 2018 levels. For all credit tiers, a greater share of private label
accounts revolves abalance each month than general purpose accounts.

Figure 9: SHARE OF ACCOUNTS REVOLVING, PRIVATE LABEL (Y-14+)
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While the Bureau can only quantify the share of accounts that revolve, recent data fromthe
Survey of Consumer Payment Choice suggests that the share of consumers who revolve s at its
lowest point since 2015. At the time of the surveyin October 2020, 51.3 percent of consumers
with a credit card reported carrying a balance at some pointin the last 12 months, down one
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percentage point from 2019, while 40.7 percent reported carrying a balance within the last
month, down six percentage pointsfrom2019.62 Federal Reserve Board data from the annual
Survey of Household Economics and Decisionmaking (SHED) support this conclusion, with 48
percent of survey cardholdersin 2020 reporting that they never carried an unpaid balance
during the preceding 12 months, a two percentage point increase from 2019 levels. 63

2.4.2 Paymentrates

Payment rates provide an additional measure of consumer reliance on credit cards as a source of
consumer credit. % The payment rate is the share of total cycle-beginning balances paid that
cycle.6s

General purpose card payment rates continue to grow, driven by steadily increasing payments
by cardholders with superprime scoresin 2019 and a marginal rise in payments by cardholders
with lower scoresin 2020. About one-third of total general purpose cycle beginning balances are
now paid by cycle’s end, but repayment differs by credit score. Superprime accounts pay half of
their total balances each cycle. In contrast, all other tiers pay less than one-sixth. Yet, payment
rates for subprime and deep subprime accounts slightly increased in 2020. Higher payment
amounts coupled with lower purchase volume contributed to a decline in debt starting in the
second quarter of 2020. As purchase volumes beganto rise in the latter half of the year,

62 See supra note 53 and Fed. Rsrv. Bank of Atlanta, 2020 SCPC Tables (Jan. 2021), https://www.atlantafed.org/-
/media/documents/banking/consumer-payments/survey-of-consumer-payment-
choice/2020/tables scpc2020.pdf.

63 See Bd. Of Governors for the Fed. Rsrv. Sys., Report on the Economic Well-Being of U.S. Households in 2020, at 42

64 Payment measures cannot be shown at the consumer level because the CCP does not contain payment data. The Y-
14 is used instead for these views.

65 Thus, a payment rate of 100 percent correspondsto all account balances beingpaid in full, and a payment rate of
zero percentindicates thatno one is paying anycredit card bill even inpart.
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payment rates remained comparatively elevated, explaining the decline in average balances. 6¢
Economic Impact Payments and the deferral of other debt obligations during the pandemic
supported higher payment rates. Payment rates in 2020 were also affected by issuer relief
programs like “skip-a-pay.” 7

Figure 10: PAYMENT RATE, GENERAL PURPOSE (Y-14+)
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Private label payment rates rose for the first time in five years. While the overall increase was
small in magnitude, the trend reversal is significant, as it was driven by consumers with lower
credit scores. As the share of subprime and deep subprime revolvers did not substantively
change from2019to 2020, itis likely these consumers paid down a portion of previously
incurred retail card debtless than the total balance. Private label payment rates for consumers
with superprime scores continue to be double that of all other tiers. One explanation for lower
private label payment rates may be the prevalence of deferred interest promotions, which
incentivize consumers to pay less than the full balance prior to promotion expiration. 68

66 See Sections 2.2 and 2.3 for further dataon average debtand purchase volumes.
67 See Section 5.5 for further information on short-term payment deferral programs.
68 See 2017 Report, supra note 6, at 58 (finding that deferred interest promotional balances outstanding for

consumers with superprime scores were equivalent to over half of private label balances owed bythose same
consumers). For more information regarding deferred interest promotions, see Section 5.2.
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Figure 11:  PAYMENT RATE, PRIVATE LABEL (Y-14+)
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The distribution of payment ratesis bimodal. About two-fifths of accounts pay their balances in
full. Over one-third pay less than 10 percent of their balances. In comparison, Figure 12 shows a
much smaller percentage pay between 10 percent and 100 percent of their balances each month.
This is likely driven by persistent transacting and revolving activity over time. Payment amount
is used by reporting agencies to calculate credit score, partially explaining the stark difference in
payment behaviors among tiers. However, recent research by the Bureau suggests that only
about half of the largest credit card issuers furnish actual payment data. 69

69 Logan Herman, Jonah Kaplan, & Austin Mueller, Quarterly Consumer Credit Trends: Payment Amount
Furnishing & Consumer Reporting, Bureau of Consumer Fin. Prot. (Nov. 12,2020),
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Figure 12:  DISTRIBUTION OF PAYMENT AMOUNTS ACROSS HIGH, LOW, AND INTERMEDIATE
PAYMENTS, 2020 (Y-14)
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2.4.3 Payment methods

More consumers than ever are paying their credit card bills online or via mobile app.
Concurrently, the use of paper-based payments has declined. These trends are true overall and
for each age group. Yet adoption of digital payments for older consumers accelerated in 2020 as
technological literacy increased during the pandemic. When using an issuer’s online portal or
mobile app, consumers can generally authorize non-recurring “one-time” payments or recurring
“automatic” payments. For all methods, consumers can choose any payment amount and date
but often choose the minimum payment or full statement balance as prominently displayed
payment options.

The share of consumers enrolled in automatic payments continues to increase. In 2020, 20
percent of active accounts within the scope of the MMI survey were enrolled in automatic
payments at year-end compared to 16 percentin 2018.70c Automatic payment eliminates late fee

70 Some studies havereported markedly higher consumer-reported rates of automatic payment. See, e.g., Mercator
Advisory Group, U.S. Consumers and Credit: Rising Usage, at 38 (Dec. 2018),

consumers who self-report overstate the extent of their use of automatic payment. Consumers may also be including
pre-authorized one-time payments as automatic payments.
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charges which has beenreported insurveys as the main benefit of enrollment.” However, it
could potentially lead to overdraft charges on checking accounts. The Bureau has not attempted
to quantify this impact or to determine fee incidence rates associated with automatic payment.

Figure 13: = SHARE OF ACTIVE ACCOUNTS THAT MADE A PAYMENT IN THE LAST CYCLE OF THE YEAR BY
PAYMENT METHOD, GENERAL PURPOSE (MMI)72
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In 2019 and 2020, the use of automatic and non-automatic online payments continued to
increase while payment of general purpose card statements by paper fell into single-digits. As
shown in Figure 14, the age group with the highest share of accounts making an automatic
payment (at 18 percent) are cardholders aged 25 to 64. Consumers under age 25 are about as
likely to use automatic payments as those 65 years and older—roughly 15 percent for both
groups. Despite increasing adoption of automatic payments for all demographics over the past
two years, barriers to adoption remain. Surveys report that those who do not enroll in automatic
payments express a desire to maintain manual controls, such as varying payment amount or

checking statements first. 7

7t See Auriemma Consulting Group, Buy Now, Pay Later, Instant Issuance and Automatic Payments, The Payments
Report, at 12 (Mar. 2021).

72 Values do not sum to 100 percent as certain forms of payment, such as telephone and payments from a third-party,
are notincluded.

73 See Auriemma Consulting Group, supranote 71.
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Figure 14:  SHARE OF ACTIVE PAYMENT-MAKING ACCOUNTS THAT MADE AT LEAST ONE AUTOMATIC
PAYMENT IN THE LAST CYCLE OF THE YEAR VIA ONLINE PORTAL OR MOBILE APP BY AGE,
GENERAL PURPOSE (MMI)
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There was little change in the use of non-automaticonline paymentsin 2019, yet the total share
of accounts utilizing this payment method jumped for consumers over 25 in 2020. Three-fifths
of accounts in 2020 made at least one electronic payment via online portal or mobile app.
Younger consumers are still significantly more likely to use one-time digital payments, but
evidence suggests other age groups may be rapidly enrolling in digital servicing platforms.

Figure 15:  SHARE OF ACTIVE PAYMENT-MAKING ACCOUNTS THAT MADE AT LEAST ONE “ONE-TIME”
ELECTRONIC PAYMENT IN THE LAST CYCLE OF THE YEAR VIA ONLINE PORTAL OR MOBILE
APP BY AGE, GENERAL PURPOSE (MMI)
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Paper-based payments remain a prominent payment method for older Americans, but that
appearsto be changing. In 2017, 31 percent of consumers 65 and older that made a payment in
the final month of the year used a paper check at least once that cycle. In 2020, that figure had
fallento 21 percent. Yet, the difference between age groups remains stark—only 1 percent of
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consumers under 25 and 4 percent of consumers between the ages of 25 and 64 used a paper
check to pay their credit card bill in the last payment cycle of 2020. Additionally, one academic
researcher has found the use of active choice formatslike digital, as opposed to paper, payments
may increase the amount consumers pay, which could lead to lower debt levels. 7

Figure 16: SHARE OF ACTIVE PAYMENT-MAKING ACCOUNTS THAT MADE AT LEAST ONE PAPER
PAYMENT IN THE LAST CYCLE OF THE YEAR BY AGE, GENERAL PURPOSE (MMI)
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2.5 Delinquency

General purpose and private label card delinquency rates continued to increase throughout
2019, maintaining their upward trend following the Great Recession and reaching a peak at the
end of the year. 7s From the first quarter of 2020 onward, however, both general purpose and

74 “Our findings that minimum required paymentrates, statement balance payoff rates, and average payment
amounts are higher inactive choice formats typical of credit card account portals (versus traditional open choice
formats on credit card paperbilling statements) suggest that online repayment mayimpact debtlevels. Downward
shifts toward the minimum required amount increaselong-term debt, while upward shifts toward the full balance
decrease debt, so the relative propensity of each behavior will influencethe degree to which aggregated debt levels
increase or decrease over time.” See Salisbury Comment Letter, at 2-3.

75 When a consumer fails to make a required minimum paymentbythe due date, the credit card account becomes

“delinquent.” Because credit scores are heavilyinfluenced bydelinquencyand charge-offs, these measures are not
shown by credit score.
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private label delinquency rates started to decline and continued to fall up until the final quarter
of the year, erasing six years of increases.

This trend most likely reflects the impact of government financial relief enacted to offset the
financial hardship imposed by COVID-19 and the resulting recession.7 Bureau research utilizing
survey data also implies that the falling delinquency rate over the course of the pandemic
reflects both private and public relief, including unemployment relief and loan forbearance
programs. Additional Bureau research suggests the share of accounts actively receiving
assistance increased through the first half of 2020. 77

Figure 17:  SHARE OF ACCOUNTS 60 OR MORE DAYS DELINQUENT (CCP)78
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Convergence in account delinquency rates for general purpose and private label card continued
throughout 2019 and 2020, with rates moving in near lockstep throughout 2020. One
explanation for the convergence over the past decade may be that private label card issuers are

76 For more informationregarding issuerresponse to the COVID-19, see Section 5.5. See also Scott Fulford, Marie
Rush, & Eric Wilson, Data Point: Changes in consumer financial status during the early months of the pandemic:
Evidence from the second wave of the Making Ends Meet survey, Bureau of Consumer Fin. Prot. (Apr. 2021),

77 See Sandler & Ricks, supranote 24, at 24-25.

78 Figures 17 and 18 usethe delinquency definition “60 or more days delinquent,” meaning thatthe accountis atleast
three minimum monthly payments behind on debt repayment. This is considered “severe” delinquency.
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increasingly offering cards to consumers with lower credit scores. In addition, COVID-19 related

financial relief and interventions may impact accounts uniformly across card type.

The share of balances 60 or more days delinquent also decreased in 2020, although general
purpose card balances exhibited a sharper decline than that of private label. Private label
balance delinquency rates fell from a peak of 2.4 percent at end of year 2019 to just under 3
percent by third quarter 2020, undoing three years of upward trends. General purpose balance
delinquency rates also peaked in 2019, although at a lower rate of 2.4 percent, and then fell to
1.6 percent by third quarter 2020, alow not seenssince 2016.

Even as account delinquency rates for general purpose and private label cards converged in the
wake of the Great Recession, delinquency rates as shares of balances diverged, as shown in
Figure 18. However, throughout 2020, the measured disparity between rates by card type fell
froma maximum of 2 percentage pointsin 2019 to closer to one percentage point in 2020. This
slight convergence may reflect uniformimpacts of policy interventions and consumer behavior
in response to the COVID-19 recession across card types, similarly to the increased convergence

of the share of delinquency rates by accounts for both general purpose and private label cards.

Figure 18: SHARE OF BALANCES 60 OR MORE DAYS DELINQUENT (CCP)
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2.6 Charge-off

Charged-off balances also declined through the COVID-19 recession, but less uniformly than
delinquency rates.7 Private label charge-offs reached a peak of around 15 percent at the end of
2019 and fell throughout 2020 to around 5 percent. This observed patternreflects the higher
volatility of private label charge-off rates in comparison to general purpose. General purpose
charge-offs remained roughly consistent around 6 percent until mid-year 2020, then fell to
around 3.5 percent. Private label charge-offs and general purpose charge-offs exhibit a
convergence over the period similar to that of delinquency rates.

Declines (or moderation, inthe case of general purpose cards) in charged-off balances began
before the pandemic and subsequent financial relief, but, over the course of 2020, charge-offs
across both card types fell in lockstep. This decline likely reflects the economicimpact of
government and private interventions in response to COVID-19. Forward-looking statements
made by several major issuers suggest issuers expect that charge-offs could returnto pre-
pandemic levelsin the medium term, based on recent increases in delinquency rates. 8

79 Accounts that remain delinquent for 180 days must be “charged off,” meaningthat the issuer can nolonger
consider the outstandingbalance as an asset on its balance sheet. Delinquent accounts mayhave to be charged off
prior to 180 daysin certain circumstances as, for example, with a bankruptcy. See Off. of the Comptroller of the
Currency, Policy Implementation — The Guidance Attached to this Bulletin Continues to Apply to Federal Savings

80 Jssuers note losses have remained lowbut mayrise inthe next year or two. “[W]e now expect our card net charge-
off rate tobe around 250 basis points for the year. ... pre-COVID, we would have thought that our lossrate incard
thisyear would have been3.3%, 3.5%. So itjust gives you a sense therethat tailwind on creditis significant.”
JPMorgan Chase & Co., Q1 2021 Results — Earnings Call Transcript, Seeking Alpha (Apr. 14, 2021),

now believethe peak will occur later than we anticipated, likelyin early 2022. While current delinquencies will
resultinlowernet charge-offsin the second quarter, we expect netcharge-offs to rise resulting from the increasesin
delinquencies as we move through 2021.” Synchrony Financial, Q1 2021 Results — Earnings Call Transcript,

had been in Skip-a-Payand did not gear. ... Looking forward, we expect minimal impact to charge-offs from this
population.” Discover Financial Services, Q1 2021 Results — Earnings Call Transcript, Seeking Alpha (Apr. 22.
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Figure 19:  ANNUALIZED RATE OF GROSS OUTSTANDING BALANCES CHARGED OFF (CCP)
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3. Cost of credit

As its predecessors did, this report assesses overall costs to credit card consumers using the
Bureau’s total cost of credit (TCC) measure. TCC captures the totality of payments by consumers
toissuers as an annualized percentage of cycle-ending balances on their accounts. 8 This section
also looks separately at the main components of TCC—interest charges and fees. 82 Cardholders
revolving debt from one month to the next pay the majority of fees and interest. This analysis
focuses primarily (but not exclusively) on costs to revolving cardholders.

3.1 Total costof credit

TCCon accounts that carried a balance increased in 2019, but 2020 saw total cost return to
2018 levels. The general purpose card cost of creditincreased from 15.3 percent in 2015 to 18.5
percentin 2019, but costs declined to 17.7 percentin 2020. As discussed in more detail below,
both the prior-year cost increases and the 2020 decrease were driven by broader shiftsin the
interest rate environment; fee costs in every credit tier have been flat. Between August 2019 and
March 2020, the prime rate decreased a total of 2 percentage points, which drove the decline in
TCC, because most consumer credit cards have variable rates that are tied to changes in the

prime rate.8s

81 Cost data are from the Y-14, augmented by summary data that the Bureau collected from a range of issuers not
includedin thatsource. Y-14 data do not permit consumer-level cost reporting. For more detail on Y-14 data, see
Section 1.3.1. Although this report uses broader cost data than previousiterations did, the Bureau does not claim
that these data are representative of the market not covered bythe data. TCC does not include the cash value of any
rewards that mayhave been earned by the cardholder.

82 The TCC metricwas initiallyintroduced in the 2013 Report and has since beenusedin the 2015 Report, 2017
Report, and 2019 Report. See 2013 Report, supra note 6, at 19; 2015 Report, supra note 6, at 76; 2017 Report,

supra note 6, at 72; 2019 Report, supra note 6, at 55.

83 For further discussion of variable rates, see Section 3.2.2.
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Figure 1: TOTAL COST OF CREDIT, REVOLVING ACCOUNTS, GENERAL PURPOSE (Y-14+)
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On the private label side, TCC on revolving accounts similarly rose in 2019 before receding in
2020, both overall and for every credit tier except superprime. Despite some narrowing over the
last fewyears, TCC remains consistently higher, both overall, and within every credit tier, on
private label accounts, as compared to general purpose accounts. As with general purpose cards,
fee costs on private label cards have also been roughly stable on net or declining between 2017
and 2020. In 2015, the overall gap in TCCwas 8.2 percentage points between the two card types.
By 2020, thishad fallento 4.6 percentage points.

Figure 2: TOTAL COST OF CREDIT, REVOLVING ACCOUNTS, PRIVATE LABEL (Y-14+)
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3.2 Interestcharged

Interest charges increased in 2019 before recedingin 2020. Both non-promotional retail annual
percentage rates (APR)s and effective interest rates (EIR) on consumer credit cards followed
this pattern.84In 2020 the average APR for general purpose and private label cards fell to 19.2
percent and 25.7 percent, respectively. As with TCC, the fall in interest chargesis in part the
result of changes in prevailing market interest rates.8s

Figure 3: AVERAGE APR, GENERAL PURPOSE (Y-14+)
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84 For closed-end loan products, the APR capturescertain fees as well as the interest rate. 15 U.S.C. § 1606(a)(1)
(2012); 12 CFR 1026.22(b). However, for open-end credit, including credit cards, the APR is calculated using the
periodicrate. 15 U.S.C. § 1637 (a)(4), (b)(5) (2012); 12 CFR 1026.2(a)(21), 1026.14.

85 “Data from form FR 2835a indicate that the average credit card interest rate acrossall accounts decreased to 14.5
percent during2020 before inching upto 14.7 percent in the fourth quarter of 2020. At the same time, the two-year
Treasuryrate—a measure of the baseline, or “risk free,” rate—fell toless than 0.2 percent.” Bd. Of Governors for the
Fed. Rsrv. Sys., Report to the Congress on the Profitability of Credit Card Operations of Depository Institutions -
July 2021 (July2021), https://www.federalreserve.gov/publications/files/ccprofit2o21.pdf.
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Figure 4: AVERAGE APR, PRIVATE LABEL (Y-14+)
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3.2.1 Effectiveinterestrates

While APR is a useful barometer of issuer pricing strategies, “effective interest rate” may provide
a better measure of the cost of interest to cardholders because EIR incorporates the effect of
short-term promotions and cash advances. An EIR is computed by annualizing the total of all
interest charges consumers paid divided by those consumers’ cycle-ending balances. 8¢ Figure 3
shows that EIRs for general purpose cards with revolving balances increased roughly 70 basis
pointsfrom15.6 percent in 2018 to 16.3 percent in 2019, before falling 60 basis pointsto 15.7
percentin 2020. Each credit tier experienced similar movements over that period.

86 EIRs differ from nominal rates for two reasons. First, consumers may have various balances on a single account
(such as cash advances and balance transfers), not all of which are subject to the APR typicallyapplied to purchases
on that acco